Exercise 2

Wage differentials

The rise or fall in labour

Look at the list of changes below that might affect labour market outcome
indicate whether you think it will cause the demand for labour to tise or fall, or the
of labour to rise or fall, and whether the market wage for each occupation will teh

or fal! as a result. L Y

Why do people earn different amounts?

Differences in wages between different jobs are called wage differentials. For example,
a doctor may earn over $100 000 per year while a farm labourer in the same country may
earn less than $10 000. Differences in the wages and earnings of workers are common

in all countries. For example, the average earnings of full-time male employees in the

UK were £487 per week in April 2006, and £387 for women. The top 10 per cent of the
distribution of earnings in the UK earned more than £886 per week, while the bottom 10
per cent earned less than £244. Wages can also vary significantly between countries, even

for the same job (see Chapter 19).




